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1. GENERATION OF MATTER 

The Fete Wilson for President Committee, Inc. (“the Committee”) was the authorized 

committee of Governor Pete Wilson, a Republican Party candidate for President ofthe United 
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States in :he 1996 election cycle. On April 3, 1995, the Committee registered with the 

Commission. On September 29, 1995, Governor Wilson withdrew his candidacy for the 

Republican presidential nomination. Governor Wilson and the Committee received $1.724,257 

in public bids under the Presidential Primary Matching Payment Account Act (“the Matching 

Payment Act”). 26 U.S.C. $8 9031-9042. Following Governor Wilson’s withdrawal. the 

Cornmission conducted an audit and examination of the Committee’s receipts, disbursements and 

qualified campaign expenses pursuant to the Matching Payment Act and the Commission’s 

regulations. 26 U.S.C. Q 9038(a) and 11 C.F.R. $ 9038.1. 

This matter was generated from information obtained during the audit of the Committee. 

1 1 C.F.R. 3 9038.1 (d)(2). The Audit Division’s materials are attached. Attachment 1. 

11. FACTUAL AND LEGAL ANALYSIS 

A. LAW 

A contribution is a gift, subcription, loan, advance, deposit of money, or anything of 

value made by a person for the purpose of influencing any election for federal office. 2 U.S.C. 

9: 43 1(8)(A); 1 1 C.F.R. Q 100.7(a)( 1). No person may make contributions to any candidate and 

his authorized political committees with respect to any election for Federal office which, in the 

aggregate, exceed $1,000. 2 U.S.C. $441a(a)(l)(A). No candidate or political committee shall 

knowingly accept any contribution that exceeds the contribution limitations. 2 U.S.C. $ 441a(f). 

Moreover, no officer or employee of a political committee shall knowingly accept a contribution 

made for the benefit or use of a candidate, or hiowingly make any expendim on behalf a f a  

candidate, In violation of any limitation imposed on contributions and expenditures. Id. 
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It is unlawful for any corporation to make a contribution or expenditure in connection 

with any federal election to any political office. 2 U.S.C. 441b(a). It is also unlawful for any 

candidate or political committee to accept or receive any conh.ibution from a copridtion. Id. 

A commercial vendor is defined as “any person providing goods or services to a 

candidate or political committee whose usual and normal business involves the sale, rental, lease 

or provision of those goods and services.” 1 1 C.F.R. 0 116.1(c). Unincorporated commercial 

vendors, as well as incorporated commercial vendors, may extend credit to a candidate. a 

political committee or another person on behalf of a candidate or political committee as long as 

the credit is fur goods and services provided in the vendor’s usual and normal business. 

11 C.F.R. $5 116.1(c), 116,3(a), and 116.3(b). An extension of credit will not be considered a 

contribution provided that the credit is extended in the ordinary course of the commercial 

vendor’s business and the terms are substantially similar to extensions of credit to nonpolitical 

debtors that are of similar risk and size of obligation. Id; see also, f 1 C.F.R. 100.7(a)(4). In 

determining whether credit is extended in the ordinary course of business, the Commission will 

consider: (1) whether the commercial vendor foilowed its established procedures and its past 

practice in approving the extension of credit; (2) whether the commercial vendor received proper 

payment in full if it previously extended credit to the same candidate or political committee; and 

(3) whether the extension of credit conformed to the usual and normal practice in the commercial 

vendor’s industry. I 1  C.F.R. 9 116.3(c). 

The payment by an individual from his or her personal funds for the costs incurred in 

providing goods or services to, or obtaining goods or services that are used by or on behaif of a 

political committee is a contribution. 1 1 C.F.R. $ 1 16.5(b); see also 2 U.S.C. ?j 43 l(S)(A), 
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1 1 C.F.R. 5 100.7(b)(8). However, two exemptions exist. First, an individual may spend an 

aggregate of $1,000 per election for the individual’s transportation expenses on behalf ofa 

candidate without such expenditures counted as contributions. 11 C.F.R. $8 IW.7(bXS) and 

1 16.5(b). Second, advances of personal hnds will not be considered contributions if they are for 

the individual’s personal transportation expenses or for the usual and normal subsistence 

expenses of the individual who is not a volunteer, where such expenses are incumd while the 

individual is traveling on behalf of a candidate or a political committee o f a  political party and 

the individual is reimbursed in a timely manner. 1 1 C.F.R. $9 1 14.5(b)( 1) and (2); see also, 

Explanation and Justification for 1 1  C.F.R. tj 116.5(b), 55 Fed. Reg. 24382-83 (June 27, 1989). 

If the individual’s transportation and subsistence expenses are paid by personal credit card, they 

must be reimbursed within 60 days after the closing date of the billing statenlent on which the 

charge first appears, or if a personal credit card was not used, within 30 days after the date on 

which the expenses were incurred. 1 1 C.F.R. 0 116.5(b)(2). When an individual incurs expenses 

for the subsistence of others, a contribution occurs at the tirne the financial obligation is incurred, 

regardless of when the payment is due or when the individual pays the debt. See 2 U.S.C. 

8 431(8)(A), 11 C.F.R. 5 116.5; Explanation and Justification of 11 C.F.R. -$ B 16.5(b), 55 Fed. 

Reg. 26382 (June 27,1989). 

The Commission intended section 1 16.5 to provide a limited exception to the general 

rules governing contributions for an individual‘s personal transportation expenses, and for usual 

and normal subsistence expenses of an individual who is not a volunteer. Explanation and 

Justification of 11 C.F.R. 5 116.5(b), 55 Fed. Reg. 26382 (June 27, 1989). The Comiission 

adopted section 1 16.5 out of concern that during critical periods in a campaign when an 
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authorized committee is experiencing financial difficulties, individuals may attempt to 

circumvent the contribution limitations by paying committee expenses and not expecting 

reimbursement for substantial periods of time. ld at 26382-83; see also, MUR 1349 

(Commission found probable cause to believe that the Reagan for President Conunittee violated 

2 U.S.C. 9 441a(f) by waiting 81 days to reimburse a volunteer who paid $18,713 in expenses on 

behalf of the committee). 

B. ANALYSIS 

1. Extension of Credit by The Fuller Company 

On May 1,1995, the Committee signed a contract with The Fuller Company, a 

corporation with its principal place of business in McLean, Virgkia.’ Attachment 2; see a l s ~  

Attachment 1 at 3. Pursuant to the terms of the contract, The Fuller Company was to provide 

strategic advice and counsel to the committee through its sole representative, Craig L. Fuller, 

who was to serve as the Committee’s Campaign Chairman. ld In exchange for Mr. Fuller’s 

services, the Committee agreed to pay The Fuller Company a monthly retainer fee sf$22,09)8 

which was to be paid “on or before the first day of each month without deduction for social 

security, federal or state taxes” beginning May 1,1995. ld. The contract required The Fuller 

Company to obtain prior approval from the Committee for all travel and orher expenses “incured 

in the performance of this Agreement,” and provided that the Committee would reimburse The 

I The Fuller Company is not ii registered corporation in Vicghia. California, the District of Columbia or 
&laware. &e Attachment I at 4. Additionally, Fairfax County, Virginia. the county where McLem. Virginia is 
located. issued no business license IO Craig Fuller or The Fuller Company during the conhiiCt perid; all bilsinesses 
and individuals engaging in self-einployment or home occupations in Faitfax County, Virginia are required to 
obtain a business license. Fairfar Coat@, Virginia Deprtmenf of Tax AdRliniPFraFion - Pemomd Properw orrd 
Business License Division (visited January 15, 1999) <hap://www.co.Pairfax.va.u~d~ 
business-tax.htm>. 
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Fuller Company for these expenses within “thirty (30) days of receipt by the Committee.” 

Attachments 1 at 3-4 arid 2 at 2. The contract further stated that Tlne Fuller Company “will not 

obligate the Committee without prior written approval“ and that The Fuller Company “does not 

have the authority to contract on behalf ofthe Committee without specific written authority from 

the Committee.’’ Attachment 2 at 2. Additionally, the contract stated that The Fuller C o m p y  

was an independent contractor who agreed “to assume exclusive liability for any and all taxes, 

assessments, levies or fines which may be paid or deemed owed by [it].”* Id. Moreover, the 

contract stated that the agreement between the Committee and The Fuller Company “shall 

terminate April 1, 1996,” although both parties retained the ability to terminate the contract at an 

earlier date subject to stated notice requirements. Id. at 3. 

On October 3 1, 1995, Mr. Fuller submitted a reimbursement request to the Committee, 

with supporting documentation, for campaign-related expenses he incurred between May 4, 1995 

and September 28, 1995. Id. These expenses totaled $29,193 for items such as taxi fares, meals 

and hotel lodging that Mr. Fuller paid OR his personal credit card. Id. It appears that the 

Committee reimbursed Mr. Fuller $29,184.98 for these expenses sometime between 

If the Commission finds reason to believe that ’ b e  Fuller Company made an excessive contribution to the 
Committee, the Office of General Counsel plans to informally seek information from Mr. Fuller, The Fuller 
Company. and the Committee to determine whether Mr. Fuller was acting as an independent contractor or whether 
he was a Committee employee. &e IRS Ruling 1987-41 (20 factors used to determine whether someone is an 
independent contractor or an employee for Federal tax purposes); 1RS Publication 1 5 4  5 2 (Rev. January 1999). 
This Office believes that IRS rules and nilings provide guidance as to how the Commission can analyze particular 
circumstances or situations, including the issue of independent contractors. Depending on the infomation obtained, 
the Oftice of General Counsel may be able to definitively conclude the appropriate legal framework f~ analyze this 
matter (e.& whether The Fuller Company made an excessive contribution to the Committee under 1 I C.F.R. 
5 116.3 (independent contractor acting as an unincorporated vendor), or whether Ma. Fuller, as an individual, made 
an excessive contribution under 1 1  C.F.R. § 116.5 (employee)). 

2 

3 The Audit staff found that the Committee paid Mr. Fuller the $22,000 monthly retainen on a timely basis 
between May 1995 and July 1995 despite contract language stating that such payments were to he made to The 
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January 1, 1997 and March 3 1, 1997, approximately fifteen to eighteen months later. 

Attachment 4 at 5. 

During the audit, the Committee submitted an affidavit from Mi-. Fuller. Attachment 5. 

Mr. Fuller stated that he is president of The Fuller Company, a sole proprietorship that he 

established in 1989 when he left government service. Id. He established The Fuller Company 

based on advice from his financial advisor for tax reasons. Id. Mr. Fuller stated that he was 

retained by the Committee, throagh The Fuller Company, fiorn May 1995 to September 1995 to 

serve as the Committee’s campaign chairman. Id. Mr. Fuller stated that he was an independent 

contractor with the Committee who received an Internal Revenue Service (“IRS”) Form 1099 

reflecting his compensation from the Committee; he did not consider himselfto be a Committee 

employee. id. For tax year 1995, he reported his compensation from the Committee to the IRS 

on “Schedule C as a self-employed individual,” and stated that the Committee treated him as a 

vendor. Id. Mr. Fuller further affirmed that he still expects to be paid for his compensation and 

expenses. that he has made periodic inquiries to the Committee regarding payment, and that hie 

~~~ ~~~ ~ 

Fuller Company. Attachment 1 at 4. However, the Committee has not yet paid Mr. Fuller the $22,000 August 
I995 retainer fee and the Committee’s 1998 Year-End Report continues t0 show an outstanding debt off22,000 
owed to Mr. Fuller. Attachment 3 at 4. Because Mr. Fuller, on behalf of The Fuller Company, made inquires to 
the Committee concerning payment of the S22.000 August 1995 retainer fee. this Office does not believe that The 
Fuller Company extended credit to the Committee totaling S22.000 under I I C.F.R. !j 116.3. See Attachment 5 .  
Moreover, the Office of General Counsel notes that this retainer ti% is nor properly included under I I C.F.R. 
p 1 16.5 because the retainer fee is  money owed by the Cornmittee to Mr. Fuller; it is not the payment or advance of 
monies by Mr. Fuller to the Primary Committee for the costs incurred to provide gods and services to the 
Committee. 

4 Although the Committee reported the nature of the debt as “consultings” this amount is nearly equal to Mr. 
Fuller’s October 31, 1995 reimbursement request. Compare Attachment 1 at 4 wirh Attachment 4 at 5.  The 
Committee stated in response to the Exit Conference Memorandum that Mr. Fuller “did receive a partial payment” 
in January 1997. but it did not state the purpose ofthis payment. Attachment 6 at 6. ‘Ihe Committee paid these 
expenses to Mr. Fuller. rather than The Fuller Company, notwithstanding tire contract language. See note 3, supru. 
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considers “not being paid by a campaign committee with a debt as a normal risk a vendor who 

works for political campaigns takes.” Id 

Based on the available information, it appears at this time that Mr. Fuller was acting a 

commercial vendor d/b/a The Fuller Company rather than as an individual when he was 

providing campaign chairman services to the Committee. See 1 1  C.F.R. 9 I 16.1(c). Although 

Mr. Fuller did not provide copies of his 1995 Federal tax return during the audit process, the 

statements contained in his aflidavit are consistent with the 1995 IRS tax year sole proprietorship 

requirements. A “sole proprietorship” is “a business, usually unincorporated, owned and 

controlled exclusively by one person.” Black’s Law Dictionary 1220 (6‘h Ed. 1991). It is a 

“single-owner business and the simplest form of business entity.” The SOH0 

GuidebooWFinancing Sole Proprietorships (visited January 15, 1999) 

<http://ww.tooIkit.cch.com/text/pI0-2 E IQ.strn>. For tax y e a  1995, the IRS required 

individuals who received a profit or loss from a sole proprietorship to report the gross receipts or 

sales from their respective businesses on IRS Schedule C, an attachment to IMS Farm 1040.’ 

1995 IRS Form 1040, line 12 and 1995 IRS Form Schedule C ,  Pax? I ,  No. 1. For tax year 1995, 

individuals with sole proprietorships received IKS Form 1099-MIS&‘ and reported the amount of 

gross receipts or sales from their respective businesses on IRS Form 1040 and Schedule C. 

Schedule C requires a description ofthe filer’s business, including the general field or activity, 

the type of product or service. and the type of customer or client. Schedule C Instructions at C-1 . 

The information provided by Mr. Fuller in his affidavit regarding his 1995 tax filing appears to 

< Corporation taxes are determined on IRS Forms 1 120 or Fom I120A. Bwiws  income - Topic 407 
(visited March 23, 1999) ~h~p://www.us.ustreas.gov!prod/taxcdu/. 
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conform with the 1995 IRS requirements for sole proprietorships. Although IRS d e s  are not 

binding or controlling on Commission determinations, it appears that The Fuller Company is a 

business for Federal tax purposes and should also be considered a business, and hence 

commercial vendor, for Federal election law purposes. Thus, the Fuller Company 3s being 

analyzed under 1 1 C.F.R. i j  1 16.3 (commercial vendor) rather than under 1 1 C.F.R. 11 6.5 (staff 

advance). 

Based on the available information, it does not appear that The Fuller Company extended 

credit to the Committee in the ordinary course of its business under terms that are substantially 

similar to extensions of credit to nonpolitical debtors that are of similar risk and size of 

obligation. 11 C.F.R. i j  116.3(a). To date, the Committee and The Fuller Company have 

provided no information to demonstrate whether The Fuller Company followed its established 

procedures and its past practice in approving the extension of credit; whether The Fuller 

Company received prompt payment in full if it previously extended credit to Committee or 

Governor Wilson; and whether the extension of credit conformed to the usual and normal 

practice in The Fuller Company’s trade or industry! 11 C.F.R. $3 116.3(~)(1)-(3). Accordingly, 

the Office of General Counsel recommends that the Commission find reason to believe that The 

Fuller Company violated 2 U.S.C. 9 44la(a)(l)(A) by making an excessive contribution totaling 

For example, it is not known whether The Fuller Company in its ordinary course of business extends edit 
for 15-17 months without the receipt of any payment as it appears to have done for the Committee, or whether this 
period of time conforms to the usual and normal practice in The Fuller Company’s trade or industry. See I 1  C.F.R. 
5s I16.3ia) and (c). 
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$29,193 to the Pete Wilson for President Committee, Inc.’ The Ofice of General Counsel also 

recommends that the Commission find reason to believe that the Pete Wilson for President 

Committee, Inc. and Kenee C‘rr?:, 15 Treasurer, violated 2 U.S.C. 9 441a(Q by accepting an 

excessive contribution totaling $29,193 from The Fuller Company. 

2. Newcourt Credit Group, lac. 
(formerly d/b/a AT&T Credit Corlpomtioa) 

On or about April 25, 1995, AT&T Credit Corporation (“AT&T Credit”) sent the 

Committee a proposal for a telephone system: Attachment 7 at 5-8. The proposal discussed the 

financing options available to the Committee as well as various lease terms; the cost of the 

equipment was $205,000 plus applicable taxes. Id. The proposal stated that ifthe Committee 

7 At this lime. the Office of General Counsel believes that The Fuller Company is an unincorporated entity. 
Therefore. this Office cannot recommend reason to believe that The Fuller Company made, and the Committee 
accepted, a corporate contribution in violation of 2 U.S.C. § 44lb. 

8 In April 1995, AT&T Credit was a subsidiary of AT&T Capital Corporation (“AT&T Capital”). which was 
originally a wholly owned equipment leasing and finance subsidiary of AT&T Corporation (“AT&T’). AT& T 
Capitol Press Release dated October I ,  1996. On July 28. 1993. AT&T Capital became a separate corporate entity, 
AT&TPress Release dated August 2, 1993. which was subsequently acquired by Newcourt Credit Group, Inc. 
(“Newcourt”), a Canadian corporation. Newcourf Credir Group Press Release dated danuauy 8, 1998; Newcourt 
Press Release dated January 12, 1998. Pursuant to this merger, Newcourt established a subsidiary named Newcourt 
Holdings USA, lnc. (“Newcourt Holdings”), and all shares of AT&T Capital were transferred to Newcourt 
Holdings. Dun and Bradstreet. Inc. Report of AT&T Capital Corporation dated January 24, 1999. On 
March 3 I ,  1998, Newcourt merged Newcourt Holdings and Newcourt Credit Group USA, Inc. (“Newcourt Credit 
USA”), a wholly-owned subsidiary of Newcourt. Id. at 4. Accordingly, it appears that AT&T Credit is now part of 
Newcourt Credit USA. Successor corporations have been held liable for the past acts of its predecessors. See, e.g.. 
MUR 2575 (Toshiba America Consumer Products, Inc. signed conciliation agreement assuming “all of the assets 
and liabilities of the activities previously associated” with a former division of Toshiba America, Inc.). 

For Federal election law purposes, Newcourt, the parent company of Newcourt Credit USA, appean to be 
the corporate entity that is legally responsible for the actions of its subsidiary. See Hany 6. Menn and John R. 
Alexander. h w s  of Corprufionr und Ofher Business Enterprises 354-356 (3“ ed. 1983) (a parent corporation and 
its subsidiary will generally be treated as separdte and distinct legal persons unless: (1) the business transactions, 
property. records, etc. of the parent corporation and the subsidiary are intermingled; (2) the formalities of separate 
corporate procedures for the parent corporation and the subsidiay are not observed; (2) the subsidiary is 
inadequately financed as a separate unit in that it is  not able to meet its financial obligations for a business of its size 
and character; (4) the parent corporation and the subsidiary are not held out to the public as separate enterprises; and 
( 5 )  the policies of the subsidiary are not directed to its own interests but to those of the parent corporation). 



agreed to the general terms and conditions of the proposal, the anticipated acceptance date of the 

phone system was June 1, 1995. id. at 6. However, the proposal stated that it was ‘‘subject 10 the 

Lessee providing to the Lessor, prior io commencement date, a Leeer of Credit in the &mount 

equal to equipment cost.” id. at 7. The proposal stated 

this proposal should not be construed as a commitment by AT&T Credit 
Corporation. Such a commitment requires formal credit review and approval by 
AT&T Credit Corporation and the execution ofa mutually acceptable lease 
agreement and other related documents. The lease agreement and other related 
documents, not this proposal, will set forth the agreement between the parties. 

Id. On May 8,1995, the Committee, as demonstrated by the signature of its campaign chairman, 
”. 
i’ 

M accepted and agreed to the proposal’s general terms and conditions. Id at 8. 

On May 12, 1995, AT&T Credit sent the Committee a Master Equipment Lease 

Agreemeni; a Master Equipment Lease Agreement Schedule; instructions regarding a letter of 

credit; billing infomition; an insurance request form; and a “UCC I ”  form. Id. at 9. The 

May 12Ih letter also requested that the Committee send a $12,351.68 check to AT&T Credit for 

advance rent. Id. 

On May 17, 1995, a Committee representative signed the Master Equipment Lease 

Agreement and the Muster Equipment Lease Agreement Schedufe (collectively “the Lease 

Documents”) in addition to the other applicable forms. Attackwents 7 at 15-16 and 8 at 5. The 

total cost ofthe telephone system as stated in the Lease Documents was $213,364.12. 

Attachment 8 at 5 .  ’fie Committee’s records indicate that it did not give AT&T Credit the 

However. to avoid confusion, this Report refers :o AT&T Credit, rather than Newcourt or Newcourt Credit USA, as 
the corporate entity involved in the telephone system transaction with the Committee. 
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“majority of these documents until the end of June for a variety of reasons,” and such documents 

did not include a letter of credit. Attachment 7 at 15. 

On June 28. 1995, the Committee gave AT&T Credit two $12,35 1.68 checks dated 

May 28, 1995 and June 27, 1995, respectively, which were intended to reflect the Committee’s 

May and June lease payments. Attachments 7 at 15-16 and 8 at 1,12-13. The Committee “failed 

to make lease payments in August and September due to financial difficulties.” Attachment 6 

at 11. 

This Ofice has reviewed a number of documents obtained during the audit of the 

Committee that pertain to the telephone system transaction with ATBZT Credit, including a 

memorandum dated August 2 1, 1995 from A. Peter Kezirim, Jr., the Committee’s counsel, to 

Mark G. Hoglund, the Committee’s Director of Admissions, regarding “AT&T Lease 

Obligations.” Attachment 7 at 15-16. According to Mr. Kezirian, representatives of AT&T 

Credit and the Committee met OR June 19, 1995 to discuss the telephone system. Id. at 10, 15. 

At this meeting, AT&T Credit representatives “stressed the need for the Letter of Credit.” fd at 

15. In July 1995, representatives of the Committee and AT&T Credit again discussed the need 

for a letter of credit.’ fd. Mr. Kezirian indicated that AT&T Credit had rejected a request from 

the Committee to provide ‘‘a different Letter of Credit instrumeiit” because “AT&T felt 

9 Based on Mr. Kezirian’s August 2 1.1995 memorandum, he had infrequent contacts with AT&T Credit 
representatives and rarely initiated any conversations with AT&T Credit representatives. Id 
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compelled to treat all campaigns equally and [was] uncomfortable with the idea of making 

special arrangements for the Committee.”” Id 

According to Mr. Kedrian, an ATLT Credit representative had contacted a Committee 

representative again on August 8, 1995 to inquire about the letter of credit. Id. The AT&T 

Credit representative had stated that “the Letter of Credit was an essential part ofthe Lease” and 

“reaffirmed the fact that AT&T could not process any of the Committee’s payments until all 104 

the transaction documents were complete.” Id Mr. Kezirian noted to the ATcYi’F Credit 

representative that the Committee was working with its bank to obtain a letter of credit. Id. at 

15-1 6. Finally, the memorandum indicated that on August 15,1995, the Committee informed 

AT&T Credit that no “new information” had developed since August 8, 1995. Id at 16. 

On or about October 10, 1995, AT&” Credit sent a letter to Committee counsel enclosing 

three uncashed checks from the Committee, including the intended May and June lease 

payments, that AT&T Credit had “held in anticipation of a Letter of Credit to support funding of 

[the Committee’s] lease of telecommunications equipment from AT&T.” Attachment I at 10. 

On February 9, 1996, approximately four months later, the Committee issued a check to AT&T 

Credit for $213,365.” Attachment 1 at 10. 

During the audit process. the Committee stated that “it is the normal course of business 

for a telephone company to install a telecommunications system and secwe the service contracts 

Although the Committee still had “not received approval from [its] bank” by July 199s. Mr. Kezirian noted I D  

that tRe AT&T Credit representative told the Committee representative “that it was willing to wait until [the 
Committee] secured a Letter of Credit from [its] bank.” Attachment 7 at 15. 

The Committee stated that it “had to warehouse the [telephone system] equipment until a financial solution I 1  

was found; it did not use (he equipment.” Attachment 6 at IO. 



14 

before findizing all of the credit and contract t e r n  of such a sale or lease.” Attachemt 6 at 7. 

The Committee stated that due to the volume of Fskphone service biliings it had with AT&T, &e 

“‘[telephone] service agreements are of significantly greater value to a telephone company than fl 

equipment sales. . . In other words, in order to obtain the lucrative business of providing the 

service itself, a telephone company may, as happened here, offer ‘deals’ and flexibility on 

payment for the equipment.”” Id. at 8. 

The Committee stated that AT&T Credit “bundled” loam from customers and sold them 

in financial markets at a discount for financial regsons when all required elements were 

satisfied.” Id. The Committee noted, however, that AT&T Credit could not “bundle” a loan for 

sale if it was missing a required element. Id. Although the Committee did not identifjl all of the 

required elements that AT&T Credit needed to “bundle” loans for resale, one required element 

appears to have been an executed Master Lease Agreement between AT&T Credit and the 

Committee. Id. at 9. The Committee stated that because AT%T Credit wanted to “maintain the 

option of reselling the loan,” it was willing to hold the Committee’s payments for May, June and 

July I995 until the Master Lease Agreement was completed. Id. at 9-10. The Committee 

believed that AT&T Credit was treating it ‘‘as it treated its other business clients” and that AT&T 

Credit’s treatment of its loan ‘‘was a normal business decision by AT&T Credit that had nothing 

to do with the operations ofthe [ ] Committee.” Id. at 9, 10. AT&T Credit did not sell the 

Although the Committee chose AT&T as its telephone service provider, the terms of the Lease Documents I2 

did not require the Committee to do so. See Attachment 8 at 3-5. In mid-October 1995. AT&T terminated its 
telephone sewice arrangements with the Committee. Attachenr 6 at 10. 

Prior to learning about the loan “bundling” proces~ from AT&T Credit, the Comrnifiee stated that it did not I J  

understand why AT&T Credit failed to deposit the lease payments it made. Attachment 6 at 9. 



Committee’s !oan; it received $213,365 from the Committee on February 9,1996.” Attachments 

1 at 10 and 6 at 9. 

The Committee also provided to the Commission a M y  17, 1997 letter from Ellis L. 

Kitchen, Special Accounts Director for AT&T, purporting to explain the telephone system 

transaction. Attachment 9. Mr. Kitchen stated that his organization “had the responsibility 

within AT&T to market our products and services to political campaigns.” Id at 1. He noted 

that a telephone system proposal was tendered to the Committee on April 16, 1995, and that on 

May 2, 1995, the Committee confirmed in writing that it intended to purchase the telephone 

system described in the proposal. Id. Mr. Kitchen stated chit ATdiT Capital Corporation 

submitted to the Coinmittee the telephone system’s financing terms and conditions on 

April 25, 1995, which the Committee accepted on May 8,1995. Id. Mr. Kitchen stated that he 

“considered AT&T had an enforceable contract with the [Clommittee for pmhase of the system 

[on May 8, 19951,” which was installed in June 1995. Id. h4r. Kitchen further stated that 

“[c]ompletion of this phase of installation is the point in time when customers take title to the 

equipment.” Id. Although his records were incomplete, he stated that the telephone system was 

modified to add more capacity on a regular basis until the fall of 1995 which “typicdly 

happens.” Id Soon &er Governor Wilson withdrew from the camjxaign on 

September 29, 1995, Mr. Kitchen “instmcted [his] organization to institute aggressive collection 

The Committee states that because AT&T Credit did not receive full payment for the telephone system I4  

until February 1996. “[tlhat probably made this equipment agreement more profitable for A1T since it received the 
full mount of the sale instead of the discounted or reduced portion it would have received if ATT Credit had sold 
the loan sooner.” Attachment 6 at 9. We Committee atso states dmr it “‘actually paid ATT Credit a greater amounf 
than specified in the Master Lease Agreement.” Id al 10. 
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procedures to insure full payment to AT&T for the system.” Id. at 2. AT&T received 

$236,709.48 in January 1996 which Mr. Kitchen considered “full payment.” Id 

AT&T Credit is an incotporated commercial vendor who provided the Committee with 

telephone equipment, and whose usual and normal business involves the leasing and financing of 

telecommunications equipment. Dun and BPadstreet, Inc. Report of ATLT Capital Corporation 

dated January 25,1999. It appears that AT&T Credit allowed the Committee use ofthe 

telephone system for approximately four months (June 1395 through October 19956, and quite 

possibly close to eight months (June 1995 through Febmq 19964, without req~fing the 

Committee to pay for it.” 

Although AT&T Credit was permitted to extend credit to the Committee, it does not 

appear that it extended credit to the Committee under twms that were substantially similar to 

extensions of credit to nonpolitical debtors that were of similar risk and size of obligation.16 

P 1 C.F.R. $$ 100.7(a)(4) and 1 I6.3(a) and (c). For example, it appears that the established 

busiiiess practice of AT&T Credit rsquirrd a signed lease agreement and lease agreement 

schedule from I m s  prior to them leasing and financing telecommunications equipment. See 

Attachment 7 at 7 (“a commitment requires . . . the execution of a mutually acceptable lease 

agreement and other related documents”). ATCT Credit’s estabiistmed business pp;actice also 

appears to have required s signed contract between the pLutiss that set frwph in &tail the terms of 

See note 1 I ,  supra 

Although the Committee refers lo h e  ”bundlmg” of ktear SS. A M T  Cmk.  AT&T C d  WsLffBaS rn 

IS 

10 

provided any information to date that de 
practice. Moreover, the Committee’s be 
in determining whether AT&T Credit ex 



rtx: ageemcot between them. Id (“The lease agreement and other related documents . . will set 

forth the agreement between the parties”). Additionally, AT&T Credit’s established business 

practice appears to have required lessees to provide a letter of credit prior to the leasing and 

financing comniencement date. Id. (“This proposal is subject to the Lessee providing io the 

Lessor, prior to commencement date, a Letter of Credit in the amount equal to the equipment 

cost. The Letter of Credit shall be drawn against a bank that is acceptable to the Lessor and shall 

be good for the full term of the lessee or until all payments are made to the Lessor.”). Finally, 

AT&T Credit’s established business practice also appears to have required a formal credit review 

of a potential lessee. Id. (“. . . a commitment requires formal credit review. . .”), 

AT&T did not follow any of these business practices in its dealings with the Committee. 

AT&T Credit did not sign the Lease Documents. Additionally, although the Committee signed 

the AT&T Credit proposal on May 8, 1995, it never provided AT&T Credit with a letter of 

credit. Moreover, AT&T Credit permitted the Committee to use the telephone system despite its 

usual requirement for a letter of credit. Finally, it is not clear whether AT&T Credit even 

conducted a credit review of the Committee. Id. at 5-8. 

To date, AT&T Credit and the Committee have provided no information indicating that 

other lessees were permitted use of telephone systems under similar circumstances. 3ee 

1 1  C.F.R. 8 116.3(~)(1), Nor has AT&T Credit or the Committee provided information 

demonstrating that the circumstances pertaining to the extension of the credit between the parties 

conformed to the usual and noma1 practice for conunercial vendors engaged in the leasing and 
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financing of telecommunications equipment in 1995." See 11 C.F.R. 5 116.1(c)(3). For 

example, it is not known whether other telecommunication equipment vendors retain checks for 

lessee payments indefinitely without cashing them or whether other vendors permit lessees to 

retain equipment once the lessees fail to make scheduled lease payments. As a result, it appears 

that AT&T Credit made, and the Committee accepted, a prohibited contribution totaling 

$213,364.12 in violation of 2 U.S.C. Q 441b(a). 

Accordingly, the Office of General Counsel recommends that the Commission find 

reason to believe that Newcourt Credit Group, Inc. (formerly d/b/a AT&T Credit Corporation) 

violated 2 U.S.C. Q 441 b(a) by making a prohibited contribution totaling $213,365 to the Pete 

Wilson for President Committee, Inc." The Office of General Counsel also recommends that the 

Commission find reason to believe that the Pete Wilson for President Committee, Inc. and Renee 

Ctoce, as Treasurer, violated 2 U.S.C. 5 441b(a) by accepting a prohibited contribution totaling 

$213,365 from Newcourt Credit Group, Inc. (formerly d/b/a/ AT&T Credit Corporation). 

111. PLAN FOR FURTHER INVESTIGATION 

The Office of General Counsel recommends that the Commission approve the attached 

subpoenas and orders to submit written answers from The Fuller Company, Craig Fuller, and the 

Newcourt Credit Group, Inc. (formerly d/b/a AT&T Credit Corporation). The attached 

subpoenas and orders for The Fuller Company and Mr. Fuller seek information as to whether The 

Although the Committee paid ATBtT Credit $213,365 on February 9,1996, the total amount due as stated 17 

in the Lease Documents, the parties have provided no information to date demonstrating that AT&T Credit had 
previously provided credit to the Committee or that this amount was the total to be paid for the telephone 
equipment. See 11 C.F.R. 5 116.3(~)(2). 
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Fuller Company is a commercial vendor and whether it extended credit to the Committee in the 

ordinary course of its business. The attached subpoena and order for the Newcourt Credit 

Group, Inc. (formerly d/b/a/ AT&T Credit Corporation) seeks information about the telephone 

system and whether AT&T Credit extended credit to the Committee with respect to the telephone 

system in the ordinary course of its business. 

IV. RECOMMENDATIONS 

1. Find reason to believe that The Fuller Company violated 2 U.S.C. 
0 441a(a)(l)(A) by making an excessive contribution to the Pete Wilson 
for President Committee, Inc.; 

2. Find reason to believe that the Pete Wilson for President Committee, Inc., 
and Renee Croce, as Treasurer, violated 2 U.S.C. 4 441a(f) by accepting 
an excessive contribution from The Fuller Company; 

3. Find reason to believe that Newcourt Credit Group, Inc. (formerly d/b/a/ 
AT&T Credit Corporation) violated 2 U.S.C. 0 441 b(a) by making a 
prohibited contribution to the Pete Wilson for President Committee, Inc.; 

4. Find reason to believe that the Pete Wilson for President Committee, Inc., 
and Renee Croce, as Treasurer, violated 2 U.S.C. 9 441b(a) by accepting a 
prohibited contribution from Newcourt Credit Group, Inc. (formerly d/b/a 
AT&T Credit Corporation); 

5. Approve the attached factual and legal analyses; 

6 .  Approve the attached subpoenas and orders to submit written answers; and 

7. Approve the appropriate letters. 

~ ~ ~ ~~ ~~~~ ~ ~~~ ~~~ ~~~ ~~~~ ~~~ ~~~ ~~~ 

Because AT&T Credit was the corporate entity who extended credit at the time of the telephone system, 
the Ofice of General Counsel does not believe that Newcourt Credit Group, Inc., a Canadian corporation, made a 
prohibited contribution pursuant to 2 U.S.C. 4 441e. 

18 
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4. 
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6.  

7. 
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Referral of the Audit Division dated September 26, 1997. 
Contract between the Pete Wilson for President Committee, Inc. and 
The Fuller Company dated May I, 1995. 
1998 October Quarterly Report filed by the Pete Wilson for President 
Committee, Inc. dated October 15, 1998. 
1997 April Quarterly Report filed by the Pete Wilson for President 
Committee, Inc. dated April 15, 1997. 
Affidavit of Craig Fuller dated January 17, 1997. 
Committee response to the Exit Conference Memorandum of the Audit 
Division dated January 19, 1997. 
Committee response to an Office of General Counsel request for additional 
information in support of the Committee’s March 3, 1997 Request for 
Additional Matching Funds dated July 17, 1997. 
Committee letter to AT&T Credit Corporation dated June 28,1995 
Letter from Ellis L. Kitchen to Benjamin L. Ginsberg dated July 17, 1997. 
Proposed Factual and Legal Analysis to Pete Wilson for President 
Committee, Inc. 
Proposed Factual and Legal Analysis to The Fuller Company. 
Proposed Factual and Legal Analysis to Newcourt Credit Group, Inc. 
(formerly d/b/a AT&T Credit Corporation). 
Proposed Subpoena to Produce Documents and Order to Submit Written 
Answers to Craig Fuller. 
Proposed Subpoena to Produce Documents to The Fuller Company. 
Proposed Subpoena to Produce Documents and Order to Submit Written 
Answers to Newcourt Credit Group, Inc. (formerly d/b/a AT&T Credit 
Corporation). 



AN AGllEIM13N'I 

TI-IE I'L<TE WILSON FOK PRESIDENT CO~lMITl ' l~ l i ,  INC 

and 

'TIIE FULLER COMPANY 

AlvriCLE I 
'The Parties 

This Agreenient is entered into as of May I ,  1995 by and between Tlie Pete Wilson I'or President 
Committee, Inc. (hereinaikr the "Committee"), a corporation with its principal address at 1020 
12th Street. Suite 300, Sacramen(o, California 95814 and Thc Fuller Company (hereinancr 
"Vendor"), a corporation with its principal place of business at 8516 Old Doniinion Drive, 
McLean,Virginin, 22 102. 

ARTICLE 2 
-- r)lftpose -- 

W1 IEREAS, Vendor is in tlic business of, among otlicr things, providing strategic advice and 
counsel and, 

WI-IEREAS, tlic Conin~i~tcc desires to retain Vendor for such piirposcs as acquiring siicli 
professional services in regard to those niatters in wliich Vendor is expert, 

NOW, TI IEl<EFORE, in consideralion of the preniises and the nwtual covenants and ngrcr~iienis 
set forth herein, the partics licreby agree as follows: 

3.01 
under this Agrccnicnt sliall be Craig L. Puller. 

Vendor agrees 11x11 its sole representalive for purposes of perforrnancc of tlie obligations 

3.02 
services riationwide as specified by tlie Committee. 

Vendor i igrtcs to scivc as the Campaign Cliairnian for the Conimitlcc, providing his 



AI<TICLIZ 4 
Duties of the __ Committee 

4.01 
Primary and fiidier agrees to pay Vendor in accordance with Section 5 of this Agreement. 

The Conimittee agrees to retain Vendor as its Chairman for the 1395-96 I'residential 

4.02 
Agrccnicnt, its sole representatives shall solely be Pete Wilson. 

The Committee agrees that for purposes of acceptance of-Vendor's performance under this 

ARTICLE 5 
wncia! :  Fees. Expenses. Tiiscs 

5.01 For pcrfortnancc oftliose duties set forth in this Agreernent, the Comrriittee agrees to 
pay Vendor the monthly retainer fee of %22,000 (twenty-two thousand dollars). This 
Compensation will be paid on or before the first day of each month without deduction for social 
security, federal or state taxes for the duration ofthis Agreement beginning May 1, 1995. 

5.02 
expenses incurred i n  the performance of ihis Agreement. The Committee will reimburse Vendor 
for all travel and other expenses incurred under this Agreement. The Cornniittec will not 
reimburse Vendor for first class or business class air travel. 

Vendor agrees to obtain prior approval from the Cornmittce tbr all travel and other 

5.03 
expenses incurred by Vendor will be reimbursed within thirty (30) days of receipt by the 
Committee 

Authorized expenses shall be invoiced at cost and without markup to the Cornmitm. All 

5.04 
Vendor fiirtlicr agrees it does not have the authority to contract on behalf of the Committee 
wittioot specific written aUt)iority from the Committee. 

5.05 
liability for any and all taxes, assessments, levies or fines which may be paid OF decnied owed by 
Vendor, or to any cniploycc(s) or contractor(s) of Vendor, as ii resula of perforinaim ofthis 
Agreeiiieiit . 

Vendor agrees that it will not obligate the Conimittce without prior written approval. 

As an independent contractor to the Committee, Vendor agrees to assunie excliisise 

6.01 All inattcrs between the parties, including the provisions of this Agreerncnt, arc 
confitlential and stiall not be transferred, communicated OF deiivcred to a third party, whetlrer or 
not for compensation, without the express prior written autliorizaaion of the Coninlittee or as 
required hy law. 

2 



6.02 Undcr the t e r m  ot'tliis tlSrcenicnt, Vendor is proliibitctl h n i  cntcring ! i i m  any other 
agrcenient, either oral or written. wiili any other campaign or organization tied t o  or connected 
to, wiiether dircctly or indirectly with any declared or iindcclared candidate for the oftices of 
l'resident or Vice President of the United States without the written consent oftlic Committee 

6.0j 
way limits Vendor's ability to enter into contracts with other parties. Vendor hereby agrees that 
no work will be pcrl'ol-med under this Agreement for entities who are iintlcr separate contract with 
Vendor. 

The partics agree that, except as provided above in Section 6.07, this Agreement in no 

ARTICLE 7 
Ownership __ of Materials 

7.01 
and any facsimile of the sanie. Vendor sliall not make use ofthe final product or any portion 
thcreof'without the express prior written authorization of the Committee, including. but not 
limited to: client ntlvenising, clienr list and product advertising. 

%he Committee retains and reservcs all rights of ownership and m e  ot'the tinal product 

8.0 I 
menibers, ofliccrs, employees, and agents of the Cornniittee shall not be personally liable for any 
debt, liability, or obligation of the Committee. All persons, corporations or other entities 
extentling credit to, contracting with, or having any claim against the Committee, may look only 
to the fiinds and property ofthe Conimittce for payment of any sucli contract or claini or for the 
payment of any debt, t!nmages, judgment or decree or any RloflCy that may o! lienvise become due 
or payiible to tlicni froni tll'e Committee. 

l'lie Coniniittce is incorporated under the laws of tlie Stare of California. The stall' 

ARTICLE 9 
1 crniiniition ~~ 

.. 

9.01 ' 1 ' 1 1 ~  Agrccmciit sliall tCrlili!iiitc on April 1, 1996. The Coniniitiee retains the right to 
tcrminatc this Agreement wiili lil\ceii ( 1  5 )  days written noticc. Ventlor lias tlic right to terniin;tte 
this A!;! rcmeni upon 60 diiys notice except that !lie imvisions i n  Artick 6 slinll survive unt i l  
Novcnhcr 15, 1906. 

3 



9.03 
not resolved in a reasonahle time by the parties, shall be submitted to, and setrlcd by, an arbitraror 
liccnscd by the Anicrican Arbitration Association. The prevailing party shall be entit led to recovcr 
froin the losing pany reasonable attorney fees and costs of arbitration. 

All disputes over the ternis of this Agreement andlor costs incurred thcrcuntlcr that are 

ARTICLE 10 
bierper 

10.01 This Agreement niemorializes the fill terns and conditions of the agreement between the 
undersigned parties. All previous agreements by and between the parties, wtwtlier written or oral, 
are merged herein and superseded hereby. The terms set forth herein constitute the full and 
coniplete agreement between the parties, and any modification thereto must be agreed to by a11 
parties, set forth in writing, and signed by all parties. 

10.02 Notwithstanding any other provision ofthis Agreement, this Agrcenient shall be binding 
upon and apply IO any siiccessors or assigns ofeither party hereto. Vcndor may not assign its 
rights and obligations under this Agreement withotit the express wittcn consent of the 
Committee. 

ARTICLE 1 1  
Miscellaneous 

1 1.01 ,Good Faith: 
and conditions ofthis Agrceinent in good faith and to the best of their ability. 

Thc undersigned partiesjointly and severally agree to execute the ternis 

11.02 Counterparts: This Agreement may be executed in several counterparts, each of which 
shall be deemed an original. arid all of which sliall constitute one and ~ h c  same instnruient. 

1 1.03 (iovcrninr! I m y :  
California (,regardless of the laws that might otherwise govern under applicable principlcs of the 

This Agreement shall be governed by tlie laws of the State of 
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. .  
: ,: 
I. 
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e.; : 

. .. - I 

. . .  . . .  

coritlicts of law) as to all niattcrs. iiicliiding h i t  not liiiiitcd to niattcrs ol'valitlity. coiisiruction. 
cll'cct, pcrforriiancc arid rciiicriics. 

1 1 1.04 Severability: Any provision of iliis Agrcciiicn! 11i;it is I b d  lo be p v o h i h i d  or 
uneriforccable shall bc iricft'ectivc to tlic cstcnt ol'siicli proliibitioii o r  unciit'oi ceiihilitv. \virlioui 
all'ccting the validity and cnforceability oftlie rcniaining provisions of this Agi-ccriicn( 

IN W I T N E S S  IVI-iEIIEOI;, the parties iicreto ftave read arid firlly uriclci 5i;irid 111e 
foregoing and i t  is their intcnt to be bound by the tcrnis and conditions iicrco!: liircli parry or  ilic 
authorized representative of cach party has duly executed this Agrceiiient ;is o!-tlic tl;irc lii s i  
wriltcn above: 

- 
l'itic: I>rcsidciit 

Title: 'l'rcasurcr 
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WASHINGTON. D.C. 200396~ 571 19 &fi '97 
IS021 457-6000 

Jmwy 19.1997 

Mr. Roben J .  Costa 
Assistant Staff Director 
Audit Division 
F e d d  Elcction Commission 
Washington. D.C. 20463 

Re: Pete Wilson For Prrsidcnt Inc.; 
Pe~e Wilson for President Compliance Committee, Inc.; 
Pefc Wilson for h i d e n t  Audit Fines and R d t i e s  Account. Inc. 

Deas Mr. Cosm: 

As coun.scl to &e abveaptioned comminecs. enclosed for submission is their "csponse 
to the Exit Conference Memosandurn ofttat Audit Division. The signed and notarized originals 
of the flidiwits atrachcd IO ahc mposlr as Exhibits I and 3 will be filed later this week. 

Please conwt  me 5th- are qwnions concerning this submission. 



PETE WILSON FOR PRESIDEST COMPLIANCE COMMInEE.  INC. 

PETE WiEsOh' FOR PRESIDENT AUDIT FINES 
AND PESALTIES ACCOUNT, INC. 

RESPONSE TO EXlT COSFERENCE O€UNDUM 
OF THE A t W P  DIVISION OF THE 

FEDERAL ELECTIOS ~ ~ M ~ ~ ~ $ R O ~  
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PETE WILSO I'FTIEE, INC. 

PETE WILSON FOR PRESIDENT AUDIT FINES AND PENALTIES 
PETE WILSON FOR PLBANCE COMMITFEE, INC. 

&. 

This constitutes the response of the Pete Wilson for President Committee. inc. ("Primary 

Committee"). the Pete Wilson for President Compliance Committee. Inc. ("Compliance 

Committee"). and the Pete Wilson for Pmident Audit Fines and Penalties Account. Inc. ("Fines 

and Penalties Accouni") PO !he A d i t  stnffs Exit Confemce Memorandum ("Memorandum"). 

Thai Memomdm eonclded ahat. in Lhe absence of additional .Infomation. the 

Committees should be required to tepa? the Trtiasua). f 187.307. Because some of the figures 

have changed and because SI portion of rkc dctemrinaiion is  kssd upon a novel interpretation that 

veas  this audit as. in effect. B mirding. cha. Committees mspectfuliy submit that the 

Commission reject this rccornmmnded repayment. On addition. the Committees btlievc hi 

several mommendations in ths Mmorvdum arr rnispllacai ad. as discussed below. q u e s i  

h a t  the Commission modify h. 1s 

I!. 

The Memorandum recognizes m! I 1 C.F.R. I 1 16.3 permits commercial vendors. 

whether or not incorporated. to extend credit 20 a d i d a t e  as long as the s ~ d k  is  extended in 

)c 
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the ordinary c o r n  of the commercial vendor's business and ahe terms are not established 

tspecially for the candidate or political cornminee. 

a. 

Craig Fuller. through The Fulker Cornpan!. a sole proprietorship established in 1989. was 

a vendor to the Primary Cornminee. Afiidavit of Craig Fuller ("Fuller Aff.") 7 7. artached as 

Exhibit 1. As such. any monies still owed Mr. Fuller for his monthly fee and expenses under his 

contract are subject to 1 1  C.F.R. 6 I 16.3 For unexplained reasons. the Memorandum incorrectly 

characterizes him as an employee subject to 1 I C.F.R. $ 116.5. 

As the Memorandum correctly notes. The Fuller Company's conmct with the Primary 

Cornminee refers to Mr. Fuller its the "Vendor'. We received an lntemal Revenue Service form 

1099 rather than a W-7 from the Plrimq Commstrec. FulJer AK 7 3. Me worked for the 

Ptimap Commitwe Cor four months. F ~ l h  A K  2. On his own tax return. Mr. F u k r  reponed 

his incame from the Primary Cornrnit~cr on Schedule C as an individual who is self-employed. 

Fuller AK. P 4. Indeed. the ody indicia chc Memorandum can sile in arguing Mr. Fulier was m 

employee of the Primary Cornminee is that the Fuller Company is  not incorporated. However. 

for a variety of business reasons and havd on the nwmmendation of his financial advisor. 

Mr. Fuller opted not 10 incorporate the Fuller Cumpan>. and instead to operate it as a sole 

proprietorship. Fuller A K  F I .  

As the Commission is urll a w m .  MK E-ullm IS not the only vendor still awed funds. 

When Governor Wilson ~ o ~ c e 8  he u s  no longer P candidate for President on September 30. 

1995. the Priman. Comminec o w d  a n u m k  of vendors. including Mr. Fuller. While some 

progress has becn made. ?he P r i m  Cornmime remains in debt. There is  simply no money to 
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pay in full Mr. Fuller or 56 other V ~ W ~ X S . ~  By contmx. the Primary C o m i a o c  has paid ail its 

anployees and staff. Regrettably. slow payment is the Comirtee's normal coucse ohbusiness 

towads vendon to whom it  still owes money. including The Fuller Company. Likewise. the 

Fuller Company recognizes that in the normal course of business. clients may not be able to pay 

bills and. in such cases. credit has to be extended. Fuller AK. $i 6. The Fuller Company has 

extended payments and Canid debts in other instances. hi. 

As such. Mr. Fuller has not made an extension of credit outside The Fuller Company's 

normal course of business and there is no excessive contribution to the Primary Committee. in 

addition. the Primary Committee intends fJaat The Fuller Company will receive the monies owed 

for Mr. Fuller's services and CX~CRSS as w o n  as possible. 

b. Eslresion of Credit By n Commercial Vendor 

The Memorandum Includes r[ipoe allegations regarding the relationship between the 

Prim- Committee and AT&T C d i l  Corporation ( " A m  Credit"), all suggesting the Primary 

Cornmince received some son of sweethem deal frum ATT Credit's p e n t ,  American 

Telephone & Telegraph Corpontion ('AVT'r slowever. the facts. the business reasons for 

ATTs actions as u n d m t d  by the Pnmq Cornmitilee. and A W s  noma! business practices in 

similar situations debunk the ~moranbwn's  argumeni. specifrcd)y. the bkmorandum contends 

&at: (I ) the P n m q  Cornmince mewed "an extenslon of credit from ATT [Credit) outside the 

ordin- coum of business:" (2) [tjhe Pnmaq Committee wed the telecommunications 

equipment ovrmed by Am IcrrCriPj "far nine molpphs ai no cost;" and (3) the Primary Committee 

Mr. Fuller did m c i v c  a guru1 pa>mmt 011 his cawanding invoice in January. 1997 - 
- . . . 
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"never made a fully negotiated lease payment on the telephone equipment." AS explained below. 

each allegation is facolsally mme. 

(9 

The P n m q  Committee initially contracted with A m  Credit. a subsidiary of A n .  to 

acquire a telephone system. &. ATLT Master Lease Agreement. attached as Exhibit 2. ATT 

credit. as the captive credit corporation for A n .  ~ g u l a l y  provides leasing and credit senices IO 

facilitate the sale of equipment for A T  since. as thc Prim- Committee has come 10 learn. 

equipment sales are considered the best means of securing a business' overall telephone service. 

& Aflidavit of A. Peter Reririan. Jr. 2 ('Kezirian AK."). anached as Exhibit 2. Therefore. 3 
while the equipment costs aboul which the Memorandum is concerned is a significant 

component. it is also a relativcl? small pan of the enlire business relationship between AT? and 

a customer. For its part. the [Pn- Committee. 111 selecting its ielepkone system. focused firsr 

on its senicc needs and then identified the equipment necessarp. IO meet those needs. Kezirian 

An. 3. 

The Memomdurn fails IO recognazz tha~ in this context. ii is the noma! couese of 

business for a telephone cornpan? to install a iclrsommunicaiisns system and secure the service 

contracts before finalizing ali of the c d i i  anrl cunif~ci terns of such a sale or !ease. Ai h e  time 

of deliver?; of the equipment. the P n m q  Commiiiee hiad already entercd into numerous service 

agreements with A I T  for toil-free Iim. long di5mce service. cellular telephones and other 

branch ofice telephone service nee& Ker~raar~ Af'f. 0 1. YRc monthly A I 7  billings to the 

Primary Committe~ far telephone XT\'ICC were oftern five or six times the equipment lease 

payments. Id. ?he polemid biifinps lo Am would continue to grow exponentially as the 
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campaign moved closer to the prirnuy elections. M. The total dollars flowing to ATT from the 

Primary Cornminee dernonsmtr conclusively thar the service agreements are of significantly 

greater value to a telephone company than Ihc equipment sales abut  which the Memorandum 

focuses. In other words. in order to obtain the Eucraiivc business of providing the senice itself. a 

telephone company may. as happened here. offer "deals" and flexibility on paymen! for the 

equipment. 

The relationship between ATT Credit and AJT explains the Primary Committee's 

relationship with ATT. KeEirim An. 

to help them afford more telcphonc services Ilowver. ATT' Credit CWOI survive financially if 

it  holds onto each of the loans exicndcd IO A l T  customers. Therefore. much in the same manner 

as other caplive credit corporations. ATT C d i t  will 'bundle" these loans and sell them in the 

financial mvkeis at a discount. Such W l m g  MI^ h i  ATT Credit make cenain 

reprexnutions regding the 

prrvenl A n  Credit from ufltng &e loan 

5 A T T  Credit provides credit IO the cuslorners of ATT 

Thr sbcncc ol'anc clement in these representations will 

Based on conversations ktwecn Ftc5Rcn Wngb and Phil Lotrancp of A'TT with A. Peter 

Kezirian. Jr.. the campaign's c o w l .  the b ~ n w p  I'ornm18!m believed ATT was treating the 

P r i m  Cornmince as it weaid its o h  &1Junsss C ~ I ~ R \ S .  Eceiriars A$T 4 6. Mr. Kezirian w a  

in rrpul;nr contact with ATT' C d i t  lo reu%l\e m? nygn ISSIMS on the equipment ieasc. and tile 

Prim%?' Cornmince uas using A n  fur JI its !cOqthom =ices. u. phc Prim- Committee 

~ n t  PCPU~ZI? payments 10 A l T  Cdia for the q ~ i p ~  in was using for the ~rid &at i t  ha$ 

f i d s  to do so. Kezirian Afl. ? 7. 

m 



-6- 

The Primary Committee did not understand why A I T  Credit had not deposited the 

Primary Committee's lease payments until it learned the decision was based on ATT Credit's 

standard practice of bundling and reselling loans. Kezirian A K  4.8. Mr. Wright told 

Mr. Kezirian that any deposit without the closure of any element of the Master Lease Agreement 

would have disqualified the loan for sale. ATT Credit was willing IO hold deposits to maintain 

the option of reselling the loan. ATT was w a r e  thar the Master Lease would take some time to 

complete. but A n  did not wan! to Compo the telephone senice fees the Committee was no- 

incurring. Id. Therefore. A'IT Credit held payments until all steps were complered. The 

Committee believed this was a normal business decision by ATT Credit that had nothing to do 

with the operations of the P r i w .  Commitrce u. According to A7T  Credit. the P r i m q  

Committee was cumnr on its obligations until thc Primary Committee suffered its financial 

difficulties in late summer 1995. The h l e m o d u m  fails io note that the Primary Committee's 

May. June and July payments EO A m  Cmdir meanr rhat i t  paid its bills when it had money. Even 

if not cashed by ATT. thew paymena meanr h t  the Primary Cornminee acted in good faith and 

was nor spending the funds on anghiap clsr. Thw. the failure ofthe vendor PO cash &e checks 

did not aid the Primary Cornmitrw s m c  I t  matrd igh' funds s obligated. 

AT" Credit did no8 sell ahis fnsn. but dsd CPCCWC Pull payment for the equipment in 

Fsb?uary 1996. ~ez.irian An. ? 9. a: pmtubl: mde this equipment agreement more 

profilable for A n  since it received the full mrwm of the d e  insread of the discounted or 

reduced porrion it  would have received i f A l 7  Credit had sold the lean sooner. Inded. the 

P r i m  Cornrnittee*s u h i ~ ~ + I t  purrtu-  d r h c  system (rather a h  making payments over the life 



of the lease) meant that ATS was certainly made whole and that the Primary Cornminee did not 

secure a benefit outside ATTs normal business practices. 

(ii) 

As stated above. the Primary Cornminee made timely paymenis on its lease to A T  

Credit. ATT Credit chose. for its OWTI Iegitimate business reasons. to hdd  these payments. The 

Primary Cornminee. as a result of its decision to withdraw from the presidential campaign, 

actually paid ATT Credit a greater amount than specified in the Master Lease Agreement. 

The Master Leare was enlered into on May 17.1995. The Primary Committee made 

proper and timely paymenu for the months of May. June and July. The Prima.. Committee did 

not have the financial resources $0 make its August and Septembw payments and withdrew from 

the campaign on Septemkr 30. 1995. The terns of thr Master Lease Agreement called for the 

Prim- Comrninec to own Ihs telephone y s t e m  ai the end of lease. The lease required 17 

months to pa.\ the COSnpkIC purchase pnce. By d i n g  the system outright in February 1996. 

ATT Credit received its funds soom than anticipaeaf. and. therefore. received an econoniic 

benefit. 

In addition. the Primar?. Commtuzr. PIJS pr.nalmd by A n  for withdrawing from the 

election. This penalty only further undmcom the irnpomce ofthe sewice c o n w t s  to A n .  

The P r imw Cornminee ended the eamyrpn at the clod of September. By mid-October. ATT 

had ferminated its service m p e m m L \  urth the Pnnwp). Committee. The Primw Committee 

was required to acquire a new phone sen ICC io complete the winding down operations. Kezirian 

Aff. ? 10. The Primary Commirlcr ha8 In wrchausc the quipmen8 unlil a financial solution 

was found; it did nor use the equpmcpll Thc PnR\ar?. Committee received no benefit from and 



did not use the equipment from October until the d e  to Varilease in February. Id. Even if the 

Primary Committee received an unintentional loan from ATT Credit by not paying the lease in 

August and September. any benefit derived in this period was eliminated by the Primary 

Cornminee's early payment in full of the Masicr Lease 

(iii) 

The Memorandum asserts that the Primary Committee never made a fully negotiated 

lease payment. This statement is palentky incorrect. Phe Primary Committee functioned for five 

months - May through September. Thm lcsx payments of%12.351.68. each as required by the 

Master L e u  Agreement. wcrc made in a ttmrly manner in May. June and July. The Prirnar) 

Committee failed IO make lease payments in August and September due to financial dificulries. 

The telephone system was disconnested in (kiohcr. A l T  Credit's handling of the lease 

paymen& werc dictated by its own business merests that were outside the control of the P r i m q  

Commiuee. The Primary Commraee's pymmts  me reflected in its FEC filings and were made 

in anticipation that A l T  Credit would d c p m  thew funds.: 

Accordingly. the Memorandlam's psition P ~ I  the Primary Cornminee Peceived credit 

outside the normal course ofbwiwss IS rnist.d.cn In fact. the Primary Committee paid its bills. 

obligated the required funds and was whjerrsd KO A W s  and A l T  Credit's business decisions. 

The Primary Committee did M)I mxave an rmpnqm extension of credit. 

2. 

n e  Primary Cornmine eomwr 041th this recommendation that no action should be 

talien. 
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3. 

The Primary Cornmince concm with phis recommendation and h e  relevant reports are 

being prepared and will be filed as promptly BS possible. 

4. 

a. 

The Primary Cornmine has rrviewed its records and determined &at the correct tstai 
_ .  .- g: 

51 ii? 
amount of stale-dated checks is  now S3.500.38. The differences from the ~IIIOMRI determined 

by h e  audit staff M: 
I 3, I? ; 
-: 

. .  
M _ _  .. . 
t : ;  Beeson. R. 5986.92 Cleared 

Willard Hotel 52.053.7.1 Was lost and is being reissued 

Mom. M. f 1 .oO0.00 Cleared 

Criscionc. G. f I .o00.80 Cleared 

The relevant docmenmiion is att;ncked as Exhibii 5 .  

b. 

Ihe Primar). Cornminee is in agmment with the audit staffs NQCO determination, with 



devise asking potential donors ifthey would contribute to the Compliance Comminee. Exmples 

of the solicitations at issue are attached as Exhibit 6. 

In order to further Governor Wilson's campaign for President, the Prirnap 

Committee engaged in a variety of fundraising activities designed IO gather the financial support 

n e c e s m  to compete for the nomination. Testing the waters fundraising &&an in March 1995. 

Fundraising activity increased beginning uith Governor Wilson's filing of a candidate 

committee. 

The Memorandum's recommendation must be rejected for xveml reasons. First. most of 

the fundraising that i s  the subject of this recommendation in the Memorandum %.as completed 

before August i.6. 19%. the &it? he  Wegublion at issue went into effect. Secondl!.. the 

Regulations now in effect covering fundmising for General Election Leg& and Accounting 

Committees ("GELAC') are conuadictop - while one Regulation pernits the s m i n g  of a 

GELAC another Regulation ampses a punishment for actually ushg that committee. nirdly.  

the plain wording of the Regulations do not COWT the factual situation involving the Wilson 

comminees' activiiies. Yet. in im app;vwrt cfkn  IO salvage a loss over tlic Commission's refusal 

to adopt a nrk banning GELACs. the hlenwnruium mtcrnpis to cilaim ~hai one-half of the 

Primary Committee's fundraising ccms urn wan-qulified campaign exprws subject io 

repayment. For the reasons XI fonh kh. chc Commission must reject h i s  recommendation. 

(1 1 The R q u h i o n  u p n  which thc Memorandum bases its 

repaymen1 determination wml info e f k f  on ttugrrst 16. 1995. This was well after most of 

the fundraising solicitations by h e  Wilson commtllCtS lhsl h e  SUbJeCl of the 583.387 

repayment mount. 

I-, 

The Cornmi- dispte  h~ rhc Memorandum comtly U S ~ S  1 1 C.F.R. 



5 9034.4(e)(6)(i) lo determine the repayment in his situation. But even if rnathernalically 

c o m i .  the Regulation cannot be applied to any soolieitation before AU~USI 16. 1995 k c a w  the 

Regulation was not in efficct. As the Memorandum mcitlx ashodedges.  thew was no relevant 

Regulation in effect before thar date. Funhermore. a review of the invitations sent aficr August 

16. 1995 shows tha1. with only one exception. the solicitaiion for the Compliance Committee 

was droppcd entirely from the Cornmirree's sdiriKarions. AI most. that ieaves the Commission 

being able CQ apponion costs (as discussed helow. the Committees dispute that any costs can or 

should be applied IO the Compliance Commcttec for the solicitations at issue:) on the bases OF 

( 1 ) mounts received (S5.367.000 for the P n v  Corninre: and $598.000 for h e  Compliance 

Committee), sa 1 I C.F.R. $5 IM.%n. I &  hldt. or (7) space used for each cornminee in the 

wlicioiions thernxlvcs. 

The bottom line i s  lhat h h!emrsnium's men1 deteminaation must be rejected 

because ir IS based on a Rcgularwn nor In efTcci ai rhr time &e underlying activity occurred. 

The current Regulations are antemall? conmadistop and place a Committee which 

simply cxercixs irs rights granied b? ~k Rcgulaiwns automatically in violation for foliowing the 

ftegulalisns. Sprrificafly. 1 1 c.f' .!t h Qlbl); t fa l  I 1  a i r s  rhal a GEtAC "ma!. be established by 

such cafxiidale p?kr to king rsomtmwd (og srlaad ze. ths c d I d a t e  of a political party for the 

ofice of PmiCni  or Vice hrsi8esst of the I 'nmd S u a  - Iiowcvcr. another Regulation 

quints  a d i b v  wka raises GELAC' fund\ p w s w t  t o  this Rquln~ion. beo~ is  not nomimated 

or selected to be the Pptridcnlial or Vice hidencia1 candidair. fo W:IW (or h v e  rcdesigmted) 

ofthe funds collecied by the GLtl-AC I I C.k.R. S: IQ7.9kWS). NOW o f k  funds mised 
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m y  bc amibufed lo my fundraising or overhead costs according to 1 1 C.F.R. 8 101?.9(e)(?). YCt 

11 C.F.R. 4 9034.4(e)(6)(i) requires h i t  a joint wliritation be paid for by both the 

commince md the GELAC. 11 cannot be both ways. This funcfamental contradiction in the 

Regulations makes it impossible for a committee exercising its rights granted by the Regulations 

to cornply. Whatever the c o m t  answer is. it C ~ O I  be forcing Governor Wilson's Primary 

Cornmince io repay $83.387. 

examination of the actual rnaiiings and inrimtiom. which a~ attached as Exhibit 6, shows that 

the reference IO the Compliance Committee IS fleeting. at most. and in reality a secondary. if not 

teniary. consideration in the piece as a uholc as such. h e y  arc not "solicimarrions" and no 

repaymeno is required by ahr ~ ~ ~ M ~ ~ ~ ~ o n $ .  

An exmination of the inrimiions and direr! mail lencrs shows that eht Memarandurn's 

proposed edict ofevenly dividing costs defies thc plain facts of his case. and common sense. A 

fair viedng of the inviralions and fetrm Ihnnwlws demonstrates h t  they are a c k a  attempt to 

solicit funds for the P r i m q  Comminte. Thc in\ imtions arc all for events benefiting the P~~ 

Comminee. 

The letters discuss Governor Wilson's krsidmsral primary m p a i g n .  not ?he Compliance 

Cornminee. A review ofthe wonfine: b u s  lhs the. Q& place the Compliance Committee is 

mentioned is in one line on m accamyn: ins mpww device. In &on. neither the invitations or 

the hadraising letters directly "solacat" funds for &kc Compliance Cornminee as defined by the 

Regulations. 
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Indeed. h d s  thai m e  into &e cornrninees went fin1 to the P r i m e  Committee. 

Donors were never asked to divide eonuibutions between the two and the ConimiPtees never 

proactively sought redesignations to place Primary Committee contributions in the Compliance 

Comminte. Indeed. of627 Compliance Comminee contributors only 52. or 8.3 perceni. did not 

give to the Primary Committee. With that 8.3 percent exception. all funds that were placed in the 

Compliance Comminee accounts were done 50 by contributars who had already given the legal 

maximum to the Primary Committee. and uished 10 help further. 

The results conclusively demonstrate this. The Primary CommiRce raised about 

S5.767.000. The Compliance Commines aaixd about 5598.000. or 10.37 percent as much. If 

these were really h e  joint solicitations as the Memorandum contends. thew numbers would have 

been much more even. To shou the illogic of the Memorandum's result. &e Compliance 

Committee raised S59g.o0o. ycc the audit staK now argues that its fundraising costs were 

S351.856. T h i s  iunounb to an amhead of cost ofabruar6 59 

In conclusion. the Commission should reject the Memomdum's repayment 

determination because: ( 1  the Repulsion u(?ora which the ~crnorandum relies was not in e f k t  

at the time of rnos~ of thr solicitaims ai i 5 5 1 ~ .  ( 2  b etcn for those mailings and invirations after 

August 1% 1995. the Rqulalions arc rnlanrslslp mconsisreni so that actual compliance is not 

possible: and (3) the r c f m c e  10 lhs Compliance Cornmitier is  so fleeting hi it does  tot 

constitute a soliciution miahin rnuaning of the ~ ~ ~ u ~ a ~ i ~ n s .  
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w. 

7 % ~  Compliance Comminec concurs d t h  &is mommendation that no fiuther action 

should be taken. 

2. 

The requested mendmenu were included on the Cornminee's August 1996 filing with 

h e  Commission. 

The Compliance Committee has pc\ ieucd iu mords and determined that the correct total 

amount of stale-dated checks is now f63.450.00. The differences from the amount determined 

bx the audir staff are: 

Botti. John s1.m C i s d  

Memcappa D. S1. Voided (original contribution returned as NSF) 

Meaacagpa E. 51.oOO  original contribution returned as NSF). 

The cancelled check am amskd as Exhibit 7 

C. 

The Cornminee cancurs myth eRc adit staf fs  rrpn that no further action should be taken. 

111. 

The Cornmines have provided r dajilnl r t s p o n x  to each ofthe matters raised by the 

M m o m d m .  The Comminm' arulysir IS full) supned by the factual affidavits ~ f t h o ~ e  

with howledge of the mlevant situdlt:ons snd mpnsibiliiies for them. Accordingly. the 
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Cominm nqcctfdly rcq- rher cash of the conclusions described above be adopted by the 

Commission. 

Washington. D.C. 20036 
202-457-6000 



July 17. 1999 

Re: The Monomblc Par Wilson for President Compnittac. Inc. 
Mareh 5. 1999 Request for AddirioPlal Maaching FL& 

Enclovd plcnw find documens rrtpcnrsivc m your inquities ofJune 26.1997 and July 2. 
1 QQ" The? demonmate b a t  the Pee  Wilson for President Cummince. inc. was operating under 
J conincrml agreement with AT d: T as of My 19% and thc akphonc equipment used by the 

Thex dwumenu supkment the Conunittee's Mach 3.1637 
fi!tllg On *IS SUbJCCC. 



PATTQN B Q G G 5 ,  L.L.P. 
An& G. P w. 
July I f .  1997 
Page 2 



PATTON boggs L.L.P. 
h d r c .  G. Pine&. Esq. 
Jdy  17.1997 
Page 3 

The anached invoices include equipment-dated payments as well as bills for S ~ I T ~ K C S .  

They demonsuax tha: the relephone m i c e  the Comminct pad for could not have been 
provided without the equipment covered by the operative leasc agreement and that all the activic 
reflected in the invoices was undenaken only b u s e  b th  AT & T and the Committee wepc 
act.ing in Ihc belief &me wlls an agmmenr in place. The invoices themxlves include only rhc 
summw page3 (if you wish 10 see the voluminous back-up bat the Audit Division has dread? 
had access to. the f h " n l R C e  can provide it). 

Ne trust h s  (unswcrs your inqwn Should you have any additional questions, please let 
me know as prornpflp BS possible so lhat che Wilson Committee can receive its matching funds in 
order to pa: 11s ourstanding bills 

BLG jrn! 

Enclosurcs 
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ATPT Agenda 
June 19,1995 

Il. Support 
-- Technical 

- Strategic 
- Arulix School 

111. Capacity - Smaegy 
- Inietaseion with Far: Bell 
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emorandurn 

DATE: August 21, 196% 

00:  Mark G. Hoglund 

FROM: A. Peter Kezinan. Jr 

RE: A?&T Lease ON~at8onS 

.> r l :  
. ... : - :  : - .  

a 

. .  

. .  

.. :;,> 
i ii 
... ... 



Aiuchmmts 

2 



.. 

r PRESIDENT 

has ChrinineMyen 
AT&T Credit Coppontion 
Founh Floor 
1110 20th Street, N.W. 
Washangon, D C. 20036 

Pete Wilson Committee Telephone Lease 



- June28.1935 
P4Fm 

Sincerely. 
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1020 12th S t r e e t ,  Suite  300 
"; 
b 

- 2  .1 o0mQlKnnrmtoa-m~) 

;=:rp. Defiairy G3R PBX Symeem ma$ iU other items of  
=nt eet forth i n  the mttnehd coplea of the epulp.oaPt Oxder8 

4- Les8ec and Seller, CorBiSting of f a r  pages. .nb a 
_ _  .;;nts or mupplcoento t o  much equ1pmegLt order8 a6 reflected in 

.a 

=' 

Qm 
.................... 0 

S12.351.68 
w.rsll 

33,9951 -50 
957.14 



1 
1 
1 
1 
1 

4 1  
11 
9 %  

4 

a 
1 
1 
5 

1 
1 
a 

2 
s 
2 
1 

3 
3 

3 
1 
3 

2 
1 
d 
1 
1 
7 
P 
1 
1 

2 
OL 
B 

a 
a 

t 

. - 
3 

7 e  -- 
. 
.) 

. * 

a 

a 

70.cPo 
a48 .eo 
$%Q. 80 
190. 00 

0.00 
86.00 

330.00 
93s.  00 . 
140.00 
30.00 

240 a 00 
1 0 ~ . 0 0  

35.00 
0.00 
0.00 

160.00 
I05.00 

9s. (3% 
(r bl 
2 0 

0 
SQQ e 00 

'B .10 
6.00 
0.00 
Q.O@ 
0.00 
0 .  

0.00 
0 .00  
b.8Q 
8 .00  

sa. &?I 
aQ. 36 am . a s  

1 . 6 0  
0.00 
0.00 
0 .00  
0 .00  

f0 .DD 
41a.w 

0.00 
z,25.00 

0 . m  
aa .act 
04.PBz) 
24.  BO 
49.68 

0.06 
0 .00  

331.68 
4s  .OO 
0 * 0 Q  
0 .00  
6 .00  
0.00 
0.80 
0.08 
6 .BO 
8 .OD 
B.bb 

0.00 

Q.00 

n ran 



e r O ' P 8  2090.00 (Iac 8 U p  I r L  of I ao90.00 (roc lb ip  4 Q.00) 
0 .00)  
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